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SUBJECT: INSTRUCTIONS FOR MAY 3 GATT BALANCE OF PAYMENTS 
CONSULTATION WITH KOREA 

REF: (A) STATE 103935, (B) SEOUL 2952 

1 . THE EMBASSY IS VERY PLEASED WITH THE EXCELLENT INSTRUC- 
TIONS FROM WASHINGTON AGENCIES FORWARDED IN REF A TO THE 
U.S. MISSION GENEVA FOR THE MAY 3 GATT BALANCE OF PAYMENTS 
CONSULTATION WITH KOREA. WE WOULD JUST LIKE TO OFFER A FEW 
MINOR CLARIFICATIONS: 

(A) CONCERNING THE REFERENCE IN THE BACKGROUND 
PORTION OF SECTION FOUR TO IMPORTS UNDER THE CATEGORY 
OF JAPANESE REPARATIONS, THE SO-CALLED PROPERTY AND 
CLAIMS (PAC) ARRANGEMENT WITH JAPAN WAS COMPLETED IN 
DECEMBER 1975. 
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(B) WITH REGARD TO THE BACKGROUND DISCUSSION IN 
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SECTION SEVEN, THERE WAS NO MINIMUM RETENTION PERIOD 
AS SUCH FOR PRIOR IMPORT DEPOSITS BEFORE THE INTRODUCTION 
OF THE 90-DAY MINIMUM RETENTION REQUIREMENT IN EARLY 
1975. PREVIOUS TO THAT CHANGE, IMPORT DEPOSITS WERE 
RETURNED AT THE TIME OF SETTLEMENT FOR THE IMPORT, 

WHICH WOULD VARY FROM IMPORT TO IMPORT, BUT WOULD 
NORMALLY BE LESS THAN 90 DAYS. IN SOME INSTANCES, THE 
DEPOSIT REQUIREMENT WAS LARGELY NEUTRALIZED BY SHIPPING 
ON A STALE BILL OF LADING WITH THE IMPORT LICENSE 
OBTAINED AND IMPORT L/C OPENED IUST PRIOR TO THE 
ARRIVAL OF THE COMMODITY IN KOREA, MEANING THE IMPORT 
DEPOSIT WOULD BE POSTED ONLY A FEW DAYS OR SO BEFORE 
SETTLEMENT. IN OTHER WORDS, THE RETENTION PERIOD 
WAS NOT INCREASED FROM 60 TO 90 DAYS, BUT RATHER A 
90-DAY MINIMUM RETENTION PERIOD WAS IMPOSED IN LIEU OF 
RETURNING THE DEPOSIT AT THE TIME OF SETTLEMENT. 
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